
INFORMATION ON NEGO TIABLE SECURITIES OF THE UNITED STATES

Gen eral in form ation  on ple dging  U.S.  Treasu ry sec urities  as co llatera l to the  U.S.  Gov ernm ent is  foun d in

U.S. Treasury Circular 154, which was incorporated into the Code of Federal Regulations at 31 CFR 225

(Acce ptance  of Bond s, Notes , or Othe r Obligation s Issue d or Gu arantee d by the Un ited States  as Sec urity

in Lieu of Surety or Sureties on Penal Bonds).  A booklet of gene ral information about Marketable T reasury

Secur ities (Bills, Notes , and Bo nds) So ld at Origina l Issue is av ailable from  the BLM  Nevad a State O ffice. 

The following information is provided to assist the operator, claimant, principal, or obligor (hereafter

referred to as the "entity") in obtaining a U.S. Treasury bill, bond, or note to be pledged to BLM for bonding

purposes.  The T reasury security must be in book-entry (electronic) form.  Any security in definitive

(certificate) form must be converted to book-entry form.  Treasury securities pledged to BLM are held in a

Circular 154 account through a commercial bank.  In most Federal Reserve Bank (FRB) districts this is the

num ber 11 s ecurities a ccoun t.  Securities are moved between various accounts and financial institutions

through electronic transfers involving the Federal Reserve Banks or Branches.  A security cannot be

transferred to or from a Circular 154 account by the entity's commercial bank without authorization being

granted to the FRB by the BLM through the Negotiable Securities Custodian located in the BLM National

Business Center, Acc ounting Operations Division (Denver, Colorado).

The following steps should be followed when obtaining a Treasury bond or note as a pledge for a surface

management bond in accordance with the regulations at 43 CFR 3809:

1.  The e ntity contacts  a financia l institution to purc hase a  Treas ury secu rity in the nam e of the en tity

providing the bond coverage.  If the financial institution is unable or unwilling to set up a Circular 154

account, the security must be transferred to a commercial bank (the correspondent bank) able and

willing to set up a Circular 154 account on behalf of the entity.  Many financial institutions such as

investment firms and smaller banks use a correspondent bank for handling their securities.  Before a

commercial bank can set up a Circular 154 account, certain paperwork must be completed by the

commercial bank and sent to the FRB.  The Negotiable Securities Custodian may be contacted at the

number listed below for information on banks currently using Circular 154 accounts.

2.  The entity provides written authorization to the commercial bank to transfer the security to the

Circular 1 54 acc ount.

3.  The entity or entity's bank confirms the purchase of the Treasury security by submitting the following

information to the BLM office:

    

A. The e ntity's nam e and m ailing addre ss.                                              

B.  The BLM  serial number of the plan of operations or notice for which the sec urity is being pledged or 

a sta tem ent th at the  security is b eing p ledge d for  a sta tewid e or n ationwide  bond .  If the s ecu rity is

being pledged for a statewide or nationwide bond, identify the state(s) it covers.

C. The type of Treasury security purchased (bill, bond, or note).

D.  The  par a mo unt o f the s ecu rity.

E.  The stated interest rate (NOT the imputed interest rate) of the bond or note.  There is no stated

interest rate on Treasury bills.

F. The  ma turity da te of th e sec urity.

G. The  Com mitte e on U niform S ecu rities Id entific ation  Proc edures (CUSIP)  num ber o f the s ecu rity.

H. Name  and mailing address of the dep ository financial institution (bank).

I. The bank's nine-digit Am erican Banking Asso ciation (ABA) numbe r.

J. The name of a contact person at the entity's bank.

K. The telephone and telefax number (including area code) of contact person.

L. The name of the FRB or FRB Branch servicing the commercial bank.

M. If the entity's financial institution uses a correspondent bank, the information requested in Items

 “H” through “L” must also be provided for the correspondent bank.

4. The BLM office will forward this information to the Negotiable Securities Custodian, National Business

Center, Accounting Op erations Division in writing, usually by telefax.  For securities pledged for a



statewide or nationwide bond, the BLM office will provide the Negotiable Securities Custodian with the

BLM assigned  bond num ber.

5. The  Negotiable Securities Custodian will contact  the appropriate FRB and the entity's bank or

correspondent bank to authorize the transfer of the security to the Circular 154 account.  When the

bank transfers the security to the Circular 154 account, the bank must include the following

information in the electronic transfer message:  "Security pledged to DOI- Bureau of Land

Managem ent [name of office] by [name o f entity] for [plan of operations or notice case file number;

statewide /nationwid e bond ]."  The follow ing is an ex amp le of an ac ceptab le transfe r mes sage: 

"Security pledged to DOI-Bureau of Land  Managem ent, Nevada State Office by Zephyr Co ve

Corpo ration for P lan of O perations  N00-0 0-0000 P."  THE BANK SHOULD NOT ATTEMPT TO

TRANSFER THE SECURITY TO THE CIRCULAR 154 ACCOUNT PRIOR TO CONTACT FROM

THE NEGOTIABLE SECURITIES CUSTODIAN.  MOST FEDERAL RESERVE BANKS AND

BRANCHES W ILL NOT ALLOW  A TRANSFER OF A SECUR ITY TO THE C IRCULAR 154

ACCOUNT PRIOR TO RECEIVING THE AUTHORIZATION FOR THE TRANSFER FROM THE

NEGOTIABLE SECURITIES CUSTODIAN.  

Onc e the  security is tr ans ferre d to th e Circ ular 1 54 ac count, the  FRB  will sen d the  Neg otiab le

Securities Custodian a confirmation of the transfer, usually in the form of an "Acknowledgment of

Book  Entry Dep osit, Relea se of Ac count T ransfe r" and/or "S tatem ent of Pled ged Ac tivity."  A

copy of confirmation will be sent to the BLM office to document the transfer.  A copy of

confirmation is also sent by the FRB to the entity's bank.

6. The entity should send the following to the BLM office as soon as possible:

                     A.  All required BLM bond forms properly completed.

             B.  A transaction document from the entity's financial institution to verify the amount the

                  entity paid for the sec urity.  

THE AMOUNT PAID FOR T HE SECURITY, EXCLUDING  ANY SERVICE FEES AND ACCRUED

INTEREST, MUST EQUAL OR EXCEED TH E REQUIRED BONDING AMOUN T.  ATTENTION MUST BE

GIVEN TO TREASURY BILLS SINCE THEY ARE SOLD AT A DISCOUNT (LESS THAN THE PAR

AMOUNT).  THE PAR AMOUNT  ON TREASURY BILLS MUST ALW AYS BE 

GRE ATE R TH AN T HE R EQU IRED  BON D AM OUN T.                                                             

7. The BLM office will notify the entity by written decision that the personal bond has been accepted, the

BLM Bond Number assigned to the bond, and the date bond coverage is effective.  A copy of the bond

accep tance d ecision is s ent to the N egotiable S ecurities C ustodian .  

The following is additional information concerning Treasury securities, which should be considered when

deciding to use Treasury securities for bonding purposes:

1. A fee is c harged  by the FR B for tran sferring s ecurities b etween  financial ins titutions and /or acco unts. 

The  fee m ay be p assed on  to the  entity by the fin anc ial inst itution .  To reduce the cos t from  fees , it

would be advisable to purchase a security with a maturity date approximately equal to the expected

required bonding period, although this will need to be weighed against the possibility of rising interest

rates on Treasury securities.

2. Semi-annual interest payments on Treasury bonds and notes are made by electronic transfer from the

FRB to the entity's bank, which will transfer the interest to the entity in accordance with the agreement

between the bank and entity (e.g., deposit the interest to a checking or savings account, etc.).  The

entity's bank will send a 1099-INT form to the entity in January for interest paid the previous calendar

year.  A copy of the 1099-INT is sent to the Internal Revenue Service.

                                                       

3. If a security is no longer required prior to the maturity date, the BLM office will notify the National

Busine ss Ce nter (NB C) by m emo randum .  The N BC will con tact the FR B and th e entity's ban k to

trans fer th e sec urity fro m th e Circ ular 1 54 ac count.  Th e ent ity will nee d to inf orm  the bank  to reta in



the sec urity in an inves tmen t accou nt, be sold  in the sec ondary (c omm ercial) m arket, etc . 

4. If continued bond coverage is required after the maturity date, the BLM office will, in turn, notify the

entity by letter that the security is maturing and that continued bond coverage is required.  A copy

of the letter is sent to the Negotiable Securities Manager.  Depending on the FRB involved,the cash

proceeds from the matured security will be held either by the FRB in their Circular 154 suspense

account, or, approximately two weeks after the maturity date, be transferred to BLM by the FRB,

which will be deposited to the BLM office's suspense account.  Should  the cash proceeds not be

required for bonding purposes, the BLM office will send a memorandum to the Negotiable Securities

Man ager requ estin g the  relea se of  the cash  proc eeds from th e FR B to th e ent ity's ba nk, w hich  will

give the cash proceeds to the entity; or have a Treasury check issued to refund the cash proceeds

to the entity.  If the cash proceeds are required for bonding purposes, the cash proceeds will be

retained either by the FRB or BLM until replacement coverage is provided.  The entity must

understa nd the follo wing  conc ernin g a m ature d sec urity:

A.  The security converts to cash and stops earning interest on the maturity date.

 B.  The cash  proceeds are n ot autom atically reinvested into a new  security.

C.  The cash proceeds or the security prior to maturity will not be released to be 

      reinves ted into  a new  security .                                          

D.  Th e cash  proce eds o r secur ity, prior to  matu rity, will no t be relea sed u ntil a

      replacement bond instrument has been accepted.

                                                            

To e nsu re the  time ly relea se of  the cash  proc eeds from th e m ature d sec urity, the ent ity 

should provide replacement coverage as early as possible, preferably at least two weeks 

before the original security matures.

5. If the entity is in default with the terms and conditions of the plan of operations or notice for which

bonding was required; and collection under the bond is necessary, the BLM office will send the

Negotiable Securities Custodian a memorandum concerning the situation.  If the security has

matured or is about to mature, the cash proceeds will be transferred to BLM from the FRB or the

entity's bank .  No interes t is earned  from  the proc eeds k ept in the B LM off ice's sus pense  accou nt.

If the entity's bank has any questions concerning the information provided, a bank representative may

contact the servicing FRB.   Any questions regarding BLM's procedures may be directed to the BLM

National Business Center, Accounting Operations Division and can be contacted at telephone number

(303) 236-6332.  The current Negotiable Securities Manager is Dorothy Butler.  The mailing address is as

follows:  

Burea u of Lan d Man agem ent 

National Business Center (N BC-621) 

P.O. Box 25047 

Denver, CO  80225-0047  

For information regarding BLM bond requirements in general, the entity may contact Cynthia S. Dragon,

State Bond Coordinator, Nevada State Office, at telephone number 775-861-6458.  The mailing address

is as follows : 

Bureau of Land Management

Nevada State Office

Attn:  Cynthia S. Dragon

P.O. Box 12000

1340 Financial Blvd.

Reno, NV 89520-0006


